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Message from

the President

Toke a Breather
and Get Our Priorifies Right

The final curtain is now down on the electoral reform
package. Five million qualified voters have regrettably been
deprived of their right fo elect the next chief executive of the
HKSAR. Hong Kong's democratic development is thus likely
to plunge into stagnation. The political disputes having
already been dragged on for years, it is high time we took
a breather from politics and moved on to focus again on
economic and social issues. It is all a matter of getting
our priorities right.

Hong Kong’s waning competitive edge is a cause for
concern. For starters, the 2015 China Urban Competitiveness
Report released by the Chinese Academy of Social Sciences
(CASS) recently attested to Hong Kong losing its “most
economically competitive city” crown to Shenzhen for the
first time in 13 years.

For decades, Hong Kong’s remarkable accomplishments in
economic and social development were grounded in an open
market policy; low and simple tax system; comprehensive
urban infrastructure; and a robust financial system. This aside,
the Hong Kong government as well as the community as a
whole invest heavily in human resources, and the city prides
itself on a sophisticated and highly efficient service sector.
These things did not, however, come about overnight, but
represented well thought-out policies underpinned by many
years of hard work. The distinct advantages offered by the
“One country, Two systems” policy and the unswerving
support of our motherland should have put the HKSAR on
a high pedestal. So, what set off the alarm for Hong Kong’s
dwindling competitiveness in recent years?

Inthe CASS's report, we note that while it accepts that as a more
mature economy, Hong Kong cannot be expected to attain a
sustained growth rate as fast as that in some other Chinese
cities, the report pinpoints Hong Kong's “complacency” and
“lacking in innovation”

as two major setbacks on the scoring sheet. This gives us food
for thought.

In a separate study — the 2015 Index of Economic Freedom
by the Heritage Foundation - Hong Kong was named the
world’s freest economy for 21 years in a row but with an overall
score that saw a decline arguably attributable fo the shrivelled
government credibility as a result of the waves of street protests
triggered by political disputes.

Whereas one should not jump to conclusions about the
competitiveness of Hong Kong based on only one or two

reports, the signals we are getting are indeed a wakeup call,
and unless we heed the warning and buckle down to our
remedial work, chances are that we will be lagging further and
further behind.

Hong Kong has for sometime now placed considerable
reliance on its ‘pillar industries’, leaving, willy-nilly, many
emerging or promising industries on the sidelines. Soaring
rents and labour costs have irrefutably put pressure on start-
up businesses and SMEs. The recent political strife caused by
“Occupy Central”, the so-called “anti-locust movement” and
filibustering in the Legislative Council has wreaked havoc in
Hong Kong. Economic activities have been thrown off balance
and businesses have suffered. Essential government policies
that would have a major positive impact on our political,
social and economic development have been hijacked or
seriously delayed.

Today, while it may still maintain a leading edge in terms
of global competitiveness, Hong Kong has lost some of its
lustre and the gap between us and those who are frailing is
narrowing. To maintain our position in face of stiff competition
in this age of rapid globalization, we must deepen economic
diversification and bolster the development of innovation
and technology. Hong Kong is well placed to act as a
“super-connector” and take advantage of the likely surge
in demand for services arising from the “One Belt, One
Road” strategy. For now, we must focus on rebuilding
social cohesion, and only then can Hong Kong grasp the
opportunity to achieve long-term sustainability.

Dr Eddy Li, BBS JP
President
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New Policies Encourage
Hong Kong Companies to Develop
Mainland’s e-tailing Market

hroughout the world, online shopping has grown dramatically. Early this year at the

annual session of the National People’s Congress, Premier Li Kegiang revealed the

Internet Plus strategy, in which Internet technology would be applied to traditional sectors

and become a new engine of growth in the Chinese economy’s “new normal”. With tax

breaks introduced in China’s Free Trade Zones (FTZ) for cross-border e-commerce,

Hong Kong enterprises are starting to put their retail businesses online to enter the

mainland market. It is expected that the new strategy will encourage more and more

Hong Kong companies to extend their businesses to the mainland e-tailing market,

rushing to get a share of the pie.

Lately there is an expression in mainland — “hand
choppers” — that web junkies jokingly refer to
themselves. The idea is that the only way to save
themselves from online shopping is by chopping
hands off, but even if no hands they would still
go online shopping. It depicts how online shopping
is popular in the country.

The China Internet Network Information Center’s
(CNNIC) 35th Statistical Report on Internet
Development shows that China’s online shopper
number increased by 19.7% to 361 million in total
in 2014. The proportion of Internet users shopping
online grew from 48.9% to 55.7%. Some statistics
show that 1 out of 1.6 Chinese Internet users in
Mainland has a Taobao account, and according
to Alexa.com, it is the 3rd most visited website
in China after Baidu and QQ. Moreover, according
to the 2014 China Online Shopping Report
conducted by consulting firm iResearch, the
transaction volume of the Chinese shopping market
totaled 2.8 trillion yuan last year, a jump of 48.7%
year-on-year (see the right chart).

As online sales is relentlessly taking share out
of offline channels, more and more enterprises
are rushing to move online, adopting the online-

to-offline (O20) business mode just to stay
competitive. According to incomplete statistics,
as of 2014, O20 has penetrated at least
14 consumption categories in China, ranging
from our everyday needs like food, leisure,
travelling to even medical and afterlife services.
Indeed, anything they want, they can now find
it on the Internet.

Transaction Volume of the Online Shopping Market
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Local merchant shifts online

Wilson Ngan has operated watch and jewellery
gift packaging business in Hong Kong for over
20 years. A few years ago, his clients’ businesses
and orders started to become less stable. Realising
the potential of e-commerce, Wilson decided to
transform his business by getting online. In 2012,
he employed a software developer to design an
online shopping programme called One Mall
Time. It is a one-stop online store for watches,
jewellery and accessories and it went live in
April 2013. After that, he hired a team of
programmers and IT technician to maintain and
upgrade the website regularly.

One Mall Time mainly sells watches supplied by
the regular SME clients of Wilson’s packaging
business. Over half of them are local brands
and the rest are from overseas. Thanks to the
whole set of promotional activities both online
and offline (like Facebook, Weixin, Weibo and
new product roadshows), the platform has
accumulated more than 300,000 registered users,
with over 10,000 logins everyday. Among the
transactions, medium-priced watches of HK$500-
1,000 are the most popular, while office workers

favour mechanical watches of around HK$2,000.

In addition to the online channel, Wilson is now
trying to consign some of the products at five
shops of a local small-scale watch chain store.
He wishes the sales model with physical shops
can expand abroad eventually, and be
complementary to his online business.

Invitation from mainland e-tailers

According to Wilson, a few popular online retailers
from the mainland have already been exploring
opportunities for cooperation in Hong Kong. For
example, they intend to host some of the
merchandise from One Mall Time on their platforms.
Currently, most of the mainland online stores
mainly sell domestically branded traditional
watches. Therefore, fashionable and medium-
priced watches of around HK$1,000 are
increasingly courting Chinese shoppers.

At present, the consumers of One Mall Time
mainly come from Hong Kong and South East
Asia, of which only 10% are from Mainland China.
The reason why Wilson has not ramped up his
business in the mainland since some technical

issues like customs duties and inventory have
not been resolved. For operating online retailing
in the mainland, you must be able to meet the
local consumers’ expectation of “receiving the
goods as soon as possible after ordering”. To
do so, Wilson’s suppliers should agree to let him
store the goods in the warehouses of his mainland
partners, so that delivery could be made right
after receiving orders. With the launch of China’s
new FTZs, Wilson is now eagerly working his
way into this “turf of paradise” where e-commerce
companies can enjoy considerable tax cuts.

New policy benefits Hong Kong e-tailers

Sam Hui, Chairman of Information Technology
Committee of the Chinese Manufacturers’
Association of Hong Kong and General
Committee Member of the Hong Kong General
Chamber of Cross-border E-commerce, said
Hong Kong investors could be greatly benefited
from China’s new tax policy. To import online
retail goods from Hong Kong into the bonded
warehouses of the FTZs, they now normally only
have to pay administration fees and a 10%-20%
“parcel tax”, which is the import tax for luggage
and mail items (tax rates for certain goods such
as cosmetic products and luxury watches are
higher), to be paid after sale. Customs duties,
value added tax and sales tax are now exempted.

Sam believed the new policy would boost the

competitiveness of Hong Kong goods in the
mainland e-tailing market. Since goods imported
into the bonded warehouses in the FTZs can
now avoid tax costs, their prices can be set
much lower. Moreover, mainland consumers have
long been confident in Hong Kong’s genuine
products, and it should be appealing to them if
they can be bought cheaply online.

The Guangdong, Tianjin and Fujian FTZs were
launched in April, while the Shanghai FTZ has
been operating since August 2013. The four
FTZs' bonded warehouses will greatly promote
the development of cross-border e-commerce.
Still, although the new laws provide flexibility for
Hong Kong e-tailers, Sam noted that certain
regulations are set to prevent exploitation. For
example, the value for each single order should
not exceed 1,000 yuan. According to Sam, a
number of online shopping platforms have already
been testing their businesses in the FTZs. He
expected more and more Hong Kong companies
or foreign companies with Hong Kong branch
would open e-tailing business in the mainland
to get a share of the pie.

A Sam Hui - Chairman of Information Technology Committee of the
Chinese Manufacturers’ Association of Hong Kong.
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APAC’
Innovation
Summit 15

Connect - Collaborate - Catalyse

APAC Innovation Summit 2015 Series

SMART CITIES

22 September 2015

Charles K. Kao Auditorium, Science Park

www.apacinnosummit.net

A perfect platform for you to be inspired and to network H(S T

with industry partners for collaboration opportunities!
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